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)
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)
)
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COMMENTS ON DIRECT CASE

Cathey, Hutton and Associates, Inc. (CHA), management and

cost consultants to independent telephone companies, hereby

comments on the Direct Case submitted by the National Exchange

Carrier Association, Inc. (NECA) on May 26, 1993, in the above­

captioned proceeding.

The instant proceeding was initiated following the filing by

NECA of tariff revisions reflecting increased Universal Service

Fund (USF) revenue requirements. I By Order Designating Issues

for Investigation, DA 93-476, released April 23, 1993, the Chief

of the Common Carrier Bureau specified 2 issues to be addressed

by NECA in this proceeding: (1) Is the USF rate established in

transmittals 518 and 527 excessive due to resizing procedures

employed by NECA; and (2) If the Bureau requires NECA to revise

1 See NECA, Transmittal Nos. 518, 527, 530, Order, .DA(J£j93­
136, released February 5, 1993 (Com. Car. Bur.).
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its procedures with respect to the national average loop cost as

a result of this investigation, should this ruling be applied

retroactively, and if so, how far back?

CHA fully supports the arguments presented in NECA's Direct

Case as to why NECA's USF resizing adjustments to correct for

material errors and omissions are reasonable, and why they should

not result in a new National Average Unseparated Loop Cost

(NACPL) and expenses adjustment for companies that do not have

significant data corrections. Specifically, as NECA explains

(Direct Cast, pp. 11-12), section 36.622 of the Commission's

rules reguires NECA to recalculate the NACPL when carriers make

quarterly update adjustments, but does not permit corresponding

changes in USF paYments for companies that do not submit updates.

See 47 CFR § 36.622. While the rules do not explicitly address

the issue of resizing adjustments for errors and omissions, there

is no rational basis for requiring that the expense adjustment

amounts be revised for all companies when a significant error or

omission is discovered in a single study area's data, but

prohibiting across-the-board expense adjustments when one or more

study areas report a quarterly update. Indeed, CHA submits that

carrier reliance on USF cost recovery in offsetting intrastate

revenue requirements mandates that adjustments for material

errors and omissions be treated in the same manner as adjustments

reSUlting from quarterly updates.
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CRA also strongly supports NECA's position that any

revisions to the procedures concerning the NACPL should be made

prospectively (Direct Case, pp. 19-20). As noted, CHA believes

that NECA has correctly applied the Commission's rules in NECA's

USF filings. If the Commission should nevertheless determine

that changes to NECA's procedures are required, such changes

should not be retroactive. otherwise, carriers could be denied

recourse in recovering any revenue requirement shortfall from the

intrastate jurisdiction.

In conclusion, NECA's USF resizing procedures are consistent

with the Commission's rules and with sound pUblic policy.

Accordingly, the Commission should conclude that NECA's USF

tariff revisions are lawful in all respects and should terminate

this proceeding.

Respectfully submitted,

CATHEY, HUTTON & ASSOC., INC.

3300 Holcomb Bridge Road
Suite 286
Norcross, GA 30092
(404) 446-7242

June 23, 1993
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CERTIFICATE OF SERVICE

I, Marcella Jost, do hereby certify that copies of the
foregoing Comments on Direct Case were sent via first class mail,
postage paid, to the following on this 23rd day of June, 1993:

Richard A. Askoff, Esq.
National Exchange Carrier
Association, Inc.
100 South Jefferson Road
Whippany, NJ 07891

Francine J. Berry, Esq.
American Telephone & Telegraph
Co.
295 North Maple Avenue
Room 3244JI
Basking Ridge, NJ 07920

Randy R. Klaus
Senior Staff Member
MCI Communications corporation
701 Brazos Street
suite 600
Austin, TX 78701

Roy L. Morris
Deputy General Counsel
Allnet Communication Services,
Inc.
1990 M Street, NW
suite 500
Washington, DC 20036

Federal Communications
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ITS, Room 246
1919 M Street, NW
Washington, DC 20554
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Tariff Division, Room 518
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Washington, DC 20554


